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The Company 


United Siscoe Mines Inc. is a natural resource development and investment company 
concentrating on developing geothermal energy in the United States. Through its subsidiary, 
Geothermal Kinetics Inc., the company has major interests in the Geysers and Imperial Valley 
areas of California, and other areas of the western United States. 


United Siscoe holds a 264% interest in a producing gold mine in the United States. Other 
interests include natural gas production in Alberta and real estate holdings in Ontario. 


A substantial investment is held in Camflo Mines Limited, a leading Canadian gold producer 
with growing interests in natural gas in Canada and the United States. 


Testing Geothermal Well 
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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


The Company’s proposal to exchange its shares for 
shares of G.K.I. or to purchase G.K.|.’s shares for 
cash was completed during the year and G.K.I., 
which holds all the geothermal properties and 
interests, is now a wholly-owned subsidiary of 
United Siscoe Mines Inc. 


Work progressed favourably on the CU-1 Venture 
in the Imperial Valley area of California in which the 
Company holds a 37.5% working interest. This 
programme, being financed primarily through a 
$49.4 million Federal Department of Energy (DOE) 
guaranteed loan, successfully completed its 
Milestone | commitments. Results of this test 
programme confirmed the technical, and economic 
feasibility of steam production for power generation 
and attendant disposal of the spent brine by 
reinjection. Work is currently underway to confirm 
the reservoir potential and refine operating and 
design criteria for preliminary plant engineering 
and overall final economic feasibility studies. A total 
of $8.5 million is allocated to cover the cost of this 
second phase of the three phase project. 


The access road to the Rorabaugh property Is 
scheduled to be completed by June 1, 1982 at 
which time the Department of Water Resources will 
commence site preparation for the construction of 
their 55 megawatt power plant. G.K.|. anticipates 
having their development well programme fully 
underway by early 1983 in order to meet the 
commitment of having the necessary steam 
production for the plant available 8 months prior 

to its mid-85 completion. 


The Pinson Gold Mine located in northern Nevada 
in which the Company holds a 26.25% interest had a 
spectacular year. Some 13 months after start-up, it 
had repaid in full the original bank loan of U.S. 
$15.75 million and accrued interest for a total 
repayment of approximately U.S. $19 million in that 
time frame. Since March of 1982 when the loan 
repayment was completed, a distribution of 
earnings has been made to the partners and this 
will be continued on a regular basis throughout the 
year. Present ore reserves allow for continuation of 
this operation for at least seven years and there still 
remains good potential to increase reserves in the 
immediate area. 


Mineral exploration programme activity was 
curtailed during the year in an effort to conserve 
funds for the development of assets which will 
produce cash flow (at an earlier date). 
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A settlement was concluded in connection with one 
of the company’s land holdings, and an amount in 
excess of $3.9 million will be received within the 
next few days. This will be used mainly to retire 

part of the company’s bank loans. 


FINANCIAL RESULTS 


The Pinson gold partnership, which commenced 
operations during 1981, has been a significant 
contributor to the Company’s earnings. United 
Siscoe’s share of bullion revenue from the Pinson 
operation amounted to $7,549,000 and 
$3,884,000 was contributed to operating profits. 


Petroleum and natural gas revenue totalled 
$808,000 in 1981 compared with $774,000 in 
1980. This segment of the Company's business 
contributed a further $420,000 to operating profits 
during the year. 


Net results in 1981 have been adversely affected by 
$7,732,000 of equity in losses of the Company's 
affiliate, Camflo Mines Limited, a $4,518,000 loss 
on the disposition of substantially all of the 
Company's holdings in M.C.O. Resources Inc. and 
$1,580,000 in mineral exploration expenditures 
written off. Increased interest costs, which 
aggregated $3,768,000 compared with 
$1,665,000 in 1980, also adversely affected 
earnings. 


Net loss for the year was $13,288,000 or $2.24 per 
share compared with a net income of $7,009,000 
or $1.22 per share in 1980. 


During the year, the Company issued capital stock 
and disposed of its marketable securities portfolio 
and used this financing primarily to increase the 
Company's investment in geothermal assets by the 
acquisition of the minority interests of G.K.I., and to 
fund directly geothermal exploration and 
development activities. 


On behalf of the Board, 


R. E. Fasken 
President & Chief Executive Officer 


May 11, 1982 


REVIEW OF INTERESTS 


GEOTHERMAL ENERGY 


The following summarizes the current status of the 
major geothermal energy projects under 
development by the Company's subsidiary, 
Geothermal Kinetics Inc. 


Geysers Area 


Rorabaugh property — 100% Working Interest in 
437 acres, Sonoma County, California. 


Fifty-three additional acres were purchased by 
G.K.| and the California Department of Water 
Resources (DWR) to accommodate a 55,000 K.W. 
electric power generating plant. 


DWR will own and operate the Plant which will be 
supplied with steam from Rorabaugh. Plant design 
and construction plans have been completed and 
orders have been placed for major equipment. 
Plant site preparation is scheduled to commence 
this summer. 


To date, three commercial wells have been drilled 
on this property. G.K.I.’s Agreement with DWR 
provides for all wells (approximately 11) to be 
completed not later than eight months prior to 
commencement of plant operation scheduled for 
mid-1985. 


Boggs Mountain Property — 100% Working 
Interest in 1,785 acres, Lake County, California. 


An exploratory well, which was drilled to 4,000 feet 
during 1981, failed to encounter the geology and 
temperature gradients projected. After a thorough 
evaluation of the well logs, geology and 
geophysics, it was determined the prospect had 
limited geothermal potential. 


Combs Prospect — 763 acres, Lake County, 
California. 


This prospect was abandoned during 1981 after an 
exploratory well drilled by a Joint venture between 
G.K.I. and MCR Geothermal Corporation did not 


identify commercial quantities of geothermal steam. 


Binkley Property — 471 acres, Lake County, 
California. 


An Agreement with the California Department of 
Water Resources, which provides for G.K.|. to have 
a 37.5% working interest, is expected to be finalized 
shortly. G.K.I. will commence contributing its 
pro-rata share of future costs after the $1.3 million 
contributed by DWR for drilling an exploratory well 
on the property has been expended. 


Imperial Valley, California 


South Brawley Property — 37.5% Working Interest 
in 11,400 acres Imperial Valley, California. 


During 1981, Milestone | of a three-phase 
programme, which included exploration well 
drilling, flow testing, steam production and brine 
disposal, favourably confirmed the technical and 
economic feasibility of commercial electric power 
generation from this property. ln November 1981, 
the U.S. Department of Energy (DOE), based upon 
the results of Milestone |, authorized disbursement 
of $8.5 million for Milestone II of the CU-I Venture 
under a $49.4 million geothermal loan guaranteed 
by the DOE. 


In late 1981 and early 1982, two additional wells 
were drilled under Milestone II. These wells are 
currently being tested and evaluated. Initial test 
results to date show that these wells will meet the 
requirements under the DOE program. Testing of 
an enhanced brine handling system and the 
development of a preliminary engineering design 
for the electric generating facility are also currently 
underway. 


The DOE guaranteed loan to the CU-I Venture is 
based on some 640 acres out of the total land 
holdings. Assuming this venture is economically 
successful, there remains a large acreage available 
for future development and expansion. 


GOLD 
Pinson Mining Company 


United Siscoe has a 26.25% interest in the open pit 
Pinson gold mine located in Nevada. This is a very 
successful operation. Production started in 
February, 1981, and by the middle of March, 1982, 
the entire US$15.75 million bank loan plus interest 
had been repaid. 


In 1981, 4,414,000 tons of waste, heap leaching 
ore and mill ore were mined of which 365,819 tons 
were milled. The mill grade was 0.195 ounces of 
gold per ton, recovery averaged 86.0% and 56,369 
ounces of gold were sold at an average price of 
US$443.02. The cost per ton milled amounted to 
US$22.91 and the cost per ounce sold was 
US$148.68. In the last six months of 1981, the mill 
treated 203,707 tons, an average of 1,107 tons per 
day, significantly above the designed capacity of 
1,000 tons per day. 


Ore reserves in the main pits alone are 
approximately 2,900,000 tons with a conservatively 
estimated grade of 0.114 ounces of gold per ton. 
At 1,000 tons per day this is equivalent to a seven 
year reserve. 


In 1982, the tonnage treated will increase, however, 
the average grade of ore treated will be lower than 
in 1981. In the first quarter of 1982, 101,134 tons 
grading 0.225 ounces of gold per ton were milled. 
Mining is now shifting to the lower grade ‘B’ ore. 
Heap leaching tests of stock piled, very low grade 
material will be accelerated. Additional drilling on 
the 1,340,000 ton Preble deposit will better define 
this ore body which is presently estimated to 
average 0.08 ounces of gold per ton. A modest 
amount of exploration of other promising targets Is 
also scheduled to be carried out during the year. 


Camflo Mines Limited 


United Siscoe has further indirect interest in gold 
production and exploration through its investment 
in Camflo Mines Limited described later in this 
report. 


GAS AND OIL 


United Siscoe’s gas and oil interests accounted for 
revenue of $808,000 compared with $774,000 in 
1980. Proven reserves at December 31, 1981, 
substantially all of which are developed and located 
in Canada, are estimated to be 5.9 million cubic 
feet of natural gas and 39,500 barrels of oil. 


A subsidiary in which the Company holds a 70.3% 
interest, is a joint venture partner in the 
development of oil and gas properties in West 
Virginia. Production for wells drilled under this 
programme has been significantly below 
expectation and efforts are continuing to effect 
improvement. 


In addition Camflo Mines Limited has significant 
gas and oil interests. 


CAMEFLO MINES LIMITED 


United Siscoe holds 19% of Camflo Mines Limited, 
a diversified natural resource company. 


In 1981, the effects of falling gold prices, significant 
operating losses from the coal business and 
continued high interest rates on the increased debt 
were compounded by the general recessionary 
credit squeeze. Camflo earned an operating profit 
of $13 million from its continuing operations before 
bank interest and one-time write offs, compared 
with $20.1 million in 1980. An aggregate of $30.7 
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million was provided in anticipation of losses in 
exploration programmes and investments in, and 
advances to, the coal enterprises. When added to 
$13.1 million of coal operating losses, net loss for 
the year aggregated $43.9 million or $12.06 per 
share compared to a profit of $11.2 million or 
$3.10 per share in 1980. 


Gold production from the Camflo mine in 1981, 
including its 40% share of Malartic Hygrade 
production, decreased by 11% to 44,788 ounces. 
Revenue decreased from $37.3 million to $24.6 
million. With the Malartic stopes coming into 
regular production, normal mining conditions have 
been achieved on both sides of the boundary and 
the grade of ore anticipated to be mined in 1982 
will be above ore reserve grades. 


Revenue and profits from petroleum and natural 
gas interests increased 57% to $8 million in 1981. 
Proven and probable reserves in Canada and the 
United States increased significantly to 105 billion 
cubic feet of natural gas and 690,000 barrels of oil. 


Appraisals of Camflo’s producing gold property 
and oil and gas holdings, discounting pre income 
tax cash flows at 15%, based on gold at U.S. $360 
per ounce and oil and gas at prices forecast in 
Canada’s National Energy Program, placed a 
present value of $187 million on these assets, which 
are recorded in its accounts at $45 million. 


Camflo, after absorbing continued operating losses 
from the coal mines has decided to discontinue its 
involvement in coal operations. All investments and 
advances to the coal enterprises have been written 
off and $5 million has been provided while an 
orderly plan of divestiture is implemented. 


In the Red Lake area, Wilanour’s Buffalo project 
and the Wilmar granodiorite zone were found to be 
uneconomic at current gold prices. Recent drilling 
results from the Wilmar East Breccia zone have 
been encouraging but funds for additional 
development will not be provided by Camflo and 
must originate from an outside source. Accordingly, 
Camflo has written this investment off its books. 


Results of underground work at the Pandora 
project in Quebec were inconclusive and this 
project has been placed on a care and 
maintenance basis pending an improvement in 
gold prices. 


Debt servicing will continue to adversely affect 
earnings until Camflo’s bank loan can be reduced 
through the disposition of certain selected assets. 

In the first quarter of 1982 however, 
notwithstanding low gold prices, Camflo achieved a 
positive cash flow and anticipates a small profit after 
all interest costs. 
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Consolidated Financial Statements 


for the year ended 
December 31, 1981 


Consolidated Balance Sheet 
as at December 31, 1981 
(Expressed in thousands of dollars) 


Assets 1981 1980 


Current assets 


Cash-and termi deposit 2. wets. tee ee $ 1,140 $ 654 
ACCOUNTS. FECEIVADIG <4. iat item cates tae cee iar edt Gg eine ne eet cr 1,371 561 
Marketable securities (note 2) isan wok 5 eee eee a ee re ee 461 17,002 
Prepaid expenses. and'supplies inventory. 0... .....5-.. ouseusacmae vee. oe 169 203 
3,141 18,420 
Amounts receivable from officers and directors (note 3)......................... 656 693 
Investment in affiliated company (note 4).......0 0.00.00. (5,302) 1,304 
Real estate investment (nole 5)... . ee. eee. cee eo ee ee ee 4,749 4,577 
Petroleum and natural gas interests (note 6)... 6... ee 3,377 3,208 
Property, plant and equipment (note 7).................. 0... 4,751 5,031 
Deferred geothermal exploration and 
development expenditures (note 8).... 0... 0.0.0... nee 43,136 22,692 
Deferred mineral exploration and development expenditures (note 9)............. 1,837 3,805 


Other'assets. 3.05. A a ee ee 306 196 


$56,651 $59,926 


United Siscoe Mines Inc. 


and subsidiary companies 


Liabilities 1981 1980 


Current liabilities 


Sai ema Mess Ole mo) ier enemy 25 Uae eal hele aol kdy os isla we Gee aes ae eS $13,059 $13,262 
ACcoume payavle-anclaccnued liabilities. 01) fico debe ee ae swe wwe ow y oe 4,438 2,080 
NOLES pavaDle (OramniialetimOlenIn Wier: 6 he ae oe ec oes de oy eee eens 3,763 
Cunrentnatunues ot longterm liabilities:(note 12) 2.0 ok. oh. oo eh eee cs 1,615 920 
Dela ire CullICONlCttaNXCS mr tener et mer etna cede dg ace Hadise Guna elen ehh Aw XAT 
_22,875 —_ 19,039 
LONG-LenIVaDINLIOS (MOI 1 2) rt ees ek Pe ae ome PT OLS 7,935 8,287 
GOTO LOVOIMI@ NOLS 2 ntet decreas we eRe eden tbs clara einverae anc hich Soo en teadty ek 2,271 
DOLGrLOGiDCOMICHANOS eG ee eee re Ee yd Ose eee hls pens Bx Lies ie Re ce aig ae Sule 3,596 fag fael) 
PLIMVORTLYMILOL OSU. re een tn enh i Seer LOR oe SN Jaci Waukon a Oe OW a teas 570 4,633 


Shareholders’ Equity 


Capital Stock (note 13) 


Authorized 
7,500,000 shares without par value 
Issued 
Gilera oo. shares (1960) /0 346,400 SMares) ccs as phos oe eae ek es eS 32,693 24,740 
SC OMUSIDUILOC SUIS seen ee eee ta ee nha en eer a a ch a RS Ay RN agdGe me sa 602 602 
Retained. earnings: (deficit) —... 0.2... Sah ee: Se ee eas Tee (6,504) 6,784 
26,791 82,126 
Deduct the company’s interest in its shares held by 
Suibsicialnvezanealtiated, COmDaHIeS mitt sae en eee eee eres Pepe 7,387 6,454 
19,404 25,002 


$56,651 $59,926 


Commitments and contingencies (notes 8 and 17) 


On behalf of the Board 


ey ae Director 
if a oy ee 
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Consolidated Statement of Operations 


Year Ended December 31, 1981 
(Expressed in thousands of dollars, except per share data) 


1981 1980 
Revenue 
PRTC ree EE wee ASRS ice ee er ate $ 7,549 
Petroleumland nattitaboass ao. sex. aoe oe wee coe be ee 808 $774 
8,357 774 
Operating and-administrative CxPSMSSS erer ce. crates cre eet ee ene 4,707 1,426 
Interest expense (including interest on long-term liabilities of $942: 1980,$142)...... 3,768 1,665 
Deépreciation-depletion and: amortization: ess ee ee 1,047 227 
Mineral exploration expenditures written off ........%........56.20.5-25+-os spe wee 1,580 
11,102 3,318 
(2,745) (2,544) 
Interest: and:Otnher aAGOMMe sce stan eck ee ese aie, tm et reer 318 198 
Gaini@loss) onrsaleotemanketable:SECUnITES = am arses eee eee ee (4,518) 101 
Loss on sale of interest in mineral exploration project..................2---.000 0s (292) 
EOSSIDELONENINCOMeNtaxeS amGrkOtne rele hi Siece eee eee ae (7,237) (25335) 
lnCOmMe taxeSsreCOVETSG iO te Ay ss, ees teers ear 1,601 97 
Lossibefore undernoted: items ae. s.r (5,636) (2,238) 
Minority interest in loss of Subsidiary COMPaMny ss ica te ee 80 10 
Share of income (loss) before extraordinary item of affiliated company.............. (3,907) 1,909 
Loss before extraordinary items... 2.9.2.4 hee. ee sae (9,463) (319) 
Extraordinary items 
Gain on disposal of interest in geothermal prospect, net of deferred taxes 
of :$5,072-and MIMOnity Interests veces = cece eee eee 7,295 
Realization of income tax benefits not recorded in prior years. ................. ere) 
Share of loss on discontinuance of coal operations of affiliated company......... (3,825) 
Not income (lOSS) ooo). 2 hk hk eins el ee $(13,288) $ 7,009 


Income (loss) per share 
Loss belore extraordinaryeitems \....:-seaee cs cr oe ee $ (1.60) $ (.06) 
Net income:(lOsS)s..025 ee oo sc sk A eee $ (2.24) Sortk2Z 


Consolidated Statement of 
Retained Earnings (Deficit) 


Year Ended December 31, 1981 
(Expressed in thousands of dollars) 


1981 1980 
Retained earnings (deficit) at beginning of year................................ $ 6,784 $ (225) 
Net.income (lOsS):. o. . acs cvter 8 ak ec orl Se a oe (13,288) 7,009 
Retained earnings (deficit) atend of year................ 00.00. eee $ (6,504) $ 6,784 


Consolidated Statement of 
Changes in Financial Position 


Year ended December 31, 1981 
(Expressed in thousands of dollars) 


1981 1980 
Working capital derived from 
ISSUCTOLCAPIAlSIOGK ne eet eee eee ae ke tt me ane se ec a A $ 7,953 $237500 
ELEASCIMMONGCEM ADIOS: 2 ees een ee a ok Lio ae woh doe Meade aes odie 4,043 7,930 
Proceeds from disposal of interest in mineral exploration project................ 292 
Disposal of interest in geothermal prospect, net of deferred income taxes......... ISS 
Disposal of shares of the company owned by a subsidiary, 
ROS Oa RmeSOMEC OS ThIG ier oe Unie Wa ere teen arn ah ad aR Rr celts Geant ka sarees 1,466 
INCreascHmraeremed TeVvenUe wma awane fa. bak Cae, OLAS aes oe ee 2,271 
OC tee een ye et eer en ee eee eee ee emer en ae Wn MS Oe 188 
14,559 26,261 
Working capital applied to 
OperalONiset 2: eee ee. Ce ee eee ee. ee ee ee ee oe 985 1,068 
Additions to 
FeVOMmlMm ancmallikalGasamtelesiSieeerre-cit ees .ct Pit. Gen hoe Be ho kceus ath byes 359 2,001 
Geothermal exploration and development expenditures ................000. 11,211 6,325 
Mineral exploration and development expenditures ........... 0.0.00 eee 388 1,802 
ErOOCIVEIDIamE ino CO UIDINAGN ben siteutee tortie Soar ax esa cirnok OM ike Booties os 517 4,691 
ReGeStcleMIMeS URC Iitanae era rantatl Bash minaret ome lAS i ne Puke elmer oe 172 31 
MVESIMennieateG, COMPaN Vn were font entree we Ome! vale kg 2,376 
MIVESIMCIIRIGRSUOSALViCORIDany cues et Ute ene We Eek a Se 13,198 
ReureMenmOulOnaetermllaDliilesriy. wats. Merwe s Se ey ee ee ok ae 4,395 2,454 
CQUMEN a 6 oS -0.8 FORA G Sas 5 Rare ey Mite, ate Bree oR te nn eae ee ee ne oie Yee) Feel ss 
33,674 18,518 
Increase (decrease) in working capital................. 0.000.000. (19,115) RAS 
Working capital deficiency at beginning of year...........................00004 619 8,362 


Working capital deficiency at end of year................ 0... 0... ee $ 19,734 $ 619 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of United Siscoe Mines Inc. as at December 31, 1981 and the 
consolidated statements of operations, retained earnings (deficit) and changes in financial position for the year then 
ended and have obtained all the information and explanations we have required. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the explanations given to us and as shown by the 
books of the company, these consolidated financial statements are properly drawn up so as to exhibit a true and 
correct view of the state of the company’s affairs as at December 31, 1981 and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Chartered Accountants 


Toronto, Canada 
April 30, 1982. 
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Notes to Consolidated 
Financial Statements 


Year Ended December 31, 1981 
(Tabular amounts in thousands) 


The company is incorporated under the Companies Act (Quebec) and is a public company listed on the 
Toronto and Montreal Stock Exchanges. Approximately 45 percent of the issued shares of the company are 
owned by Camflo Mines Limited. The principal activities of the company are exploration for and development 
of geothermal resources, gold mining and petroleum and natural gas production. The company also holds 
real estate and other investments. 


1. Summary of Significant Accounting Policies 


(a) 


(b) 


(c) 


(d) 


(e) 


Basis of presentation 
General 


The consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in Canada. 


Subsidiary companies 

The consolidated financial statements include the accounts of the company, Geothermal Kinetics 
Inc., a wholly owned U.S. subsidiary (1980, 84%) and Chesbar Resources Inc. which is 70% owned. 
All material intercompany transactions and balances have been eliminated. 


Joint ventures and partnership 

The company conducts various mineral and geothermal programs and substantially all of its 
petroleum and natural gas activities jointly with others. These financial statements reflect the 
company’s proportionate interest in such activities. 


Affiliated company 


The company accounts for its investment in Camflo Mines Limited which is 19% owned (1980, 16%) 
using the equity method. 


Intercompany shareholdings 
Certain subsidiary and affiliated companies own shares in the company. The company’s interest in 
the carrying value of such shares has been deducted from shareholders’ equity. 


Translation of foreign subsidiaries’ (U.S.) financial statements 

U.S. currency transactions and account balances have been translated into Canadian dollars as 

follows: 

(i) Current assets and liabilities, at exchange rates prevailing at the year end; 

(ii) All other assets and liabilities, at exchange rates prevailing at the date the assets were acquired 
or the liabilities incurred: 

(iil) Revenue and expenses, at the average rate for the year except for depreciation, depletion and 
amortization which is based on the cost of assets as translated: 

(iv) Unrealized foreign exchange gains and losses are included in operations. 


Marketable securities 


Marketable securities are carried at the lower of cost and market. Gains and losses on sales of 
marketable securities are determined based on the average cost of the shares held. 


Petroleum and natural gas interests 


The company follows the full cost method of accounting for petroleum and natural gas whereby all 
costs related to the exploration for and development of petroleum and natural gas reserves are 
capitalized using North America as one geographic area. Such costs include acquisition costs, 
geological and geophysical expenses, carrying charges on non-producing property, costs of 
drilling both productive and unproductive wells and related production equipment. Proceeds 
received on disposal of properties are ordinarily credited against such costs. Depreciation and 
depletion are provided on the net costs using the composite unit of production method based on 
total estimated proven reserves. 


Property, plant and equipment 
Property, plant and equipment are stated at cost. Depreciation is provided on the straight-line basis 


over the estimated useful lives of the respective assets. Capitalized leased equipment is amortized 
on a Straight-line basis over the terms of the respective leases. 


The property, plant and equipment situated at Niagara Falls, Ontario is being carried at its estimated 
realizable value which is the lease purchase option price net of rents received to date and any 
proceeds on disposition of plant equipment therein. 


(f) Deferred geothermal exploration and development expenditures 
The company’s geothermal operations are in the development stage and no significant production 
revenue has been received. The primary activity is geothermal resource exploration and 
development, particularly with respect to geothermal steam for sale for the generation of ele _ricity. 


In accordance with the accounting principles applicable to a development stage company, the 
company defers all costs associated with the geothermal operations, net of incidental revenues. 
Such costs include leasehold acquisition and holding costs, geological and geophysical costs, 
tangible and intangible drilling costs, interest costs, and administrative costs and depreciation of 
equipment. When the company attains commercial levels of production, the deferred geothermal 
exploration and development costs will be amortized against production revenues. The method of 
amortization will be determined when production occurs and will be based on the most rational 
method available, considering industry technology at that time. 


Proceeds received on normal disposals of geothermal properties are credited against such costs. 
Upon major sales of geothermal properties the cost thereof and accumulated amortization are 
removed from the accounts and any gain or loss is charged to income. 


(g) Deferred mineral exploration and development expenditures 
Expenditures on mineral exploration programs are deferred on a specific project basis until the 
viability of the project is determined. When a project is discontinued, the accumulated project costs are 
charged to operations. At the time a project is developed the related accumulated costs are 
amortized over the productive life of the property. Mine development costs incurred to maintain 
Current production are included in operating costs. 


(h) Retirement plans 
The company maintains retirement plans covering substantially all Canadian employees. 
Retirement plan expense is accrued and funded currently and includes current costs and the 
amortization of the unfunded past service costs relating to the company pension plan over a fifteen 
year period. 


(i) Income (loss) per share 
Income (loss) per share is calculated on the weighted average number of shares outstanding after 
deducting intercompany shareholdings. 


(j) Certain comparative figures for 1980 have been reclassified to conform with financial statement 
presentation adopted in 1981. 


Marketable Securities 


1981 1980 
MCO Resources Inc., at lower of cost $633,000 (1980, $16,214,000) 
AIGA Kel ea Gn OOO oO OUe be O-4 fos OOO) wince.s vera ees @ 6 yh Se ee eed oe $ 461 $16,214 
OUR? (NAUARELVCHESAOUITIIES 5g ng eo bb aosdbsbbeauucsnauobeeoodeusodongor 788 


$ 461 $17,002 


During 1981 the company sold the other marketable securities above to Camflo Mines Limited for cash 
consideration of $2,563,000 which approximated market value at the time of sale. As the company 
uses the equity method of accounting for its investment in Camflo the gain on the transaction is 
included in deferred revenue until such time as the marketable securities are sold by Camflo. 
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3. Amounts Receivable from Officers and Directors 


1981 1980 _ 
Interest bearing notes (substantially at 7%), due over the period 
to 1983, receivable from officers and directors of the company 
or a subsidiary in respect of the purchase of shares of the 
company secured by shares of the company, including accrued 
GIVE GSE ccc Soca ee eae le eRe cr $ 752 $= hie 
Interest bearing mortgages (substantially at 7%), due over the period to 
1983, receivable from officers of the company or a subsidiary......... 210 50 
962 16% 
Less current maturities, included in accounts receivable................. 306 74 


4. Investment in Affiliated Company 


1981 1980 
Camflo Mines Limited 
Shares at COST ie 6 ee Oa re ne ee ime ee $ 5,933 $ 3.55% 
Share of undistriouted: Garnings (lOSSCS ) ase. yee te yer (4,981) 3,067 
952 6,624 


Less the company’s pro rata interest in those of its own shares 
which are owned by Camflo Mines Limited....................... 6,254 5-320 


$ (5,302) $ 1,304 


The excess of the cost of the investment in Camflo over the company’s share of the underlying assets at 
the dates of acquisition has been attributed to petroleum and natural gas interests and gold prospects. 


The shares of Camflo are pledged as collateral for bank loans (notes 10 and 12) and for amounts due 
to brokers included in accounts payable and accured liabilities. 


The quoted market value of the company’s holdings as at December 31, 1981 was $14,771,000. At 
April 30, 1982 the quoted market value of these holdings was $6,439,000. Because of the large 
shareholding such values are not necessarily indicative of the amount which might be realized if the 
shares were to be sold. 


During 1981 the company bought 5,300 shares of Camflo from an affiliated company at market value. 


Information with respect to the consolidated financial position and operations of Camflo is as follows: 


CAMFLO MINES LIMITED 
Condensed Consolidated Balance Sheet 
As at December 31, 1981 


1981 1980 

Assets (restated) 
Current assets... csse dios. aie Scene eee ae ee $ 14,433 $ 7,904 
LIAVESTIMENTS 5. sec c ack a 3 hey Spe te eee ea 33,631 Sil, ooo 
Net- assets: of discontinued coalioperatiogs = eam ere 16,442 
Fixed assets aie: cet -c ict tac ester reer cee naan 3,683 Zone 
Petroleum and natural gasintecestsi, = eee siete ee 42,665 34,297 
Other assets and deferred expenditures................ 00000000. 13,756 12,456 
$108,168 $104,804 

Liabilities 

Gurrentiiabilities <0. oLcc.ae eee $ 14,449 $ 10,803 
Long-term liabilities... ee 83,440 39,450 
Deferredincome taxes: .. . &.... hee ee 13,407 H25107 
Minority interest.cne oc. (ye 2,946 2,184 
114,242 64,544 
srerenolders equity (deficiency)... |, = aaa ane (6,074) 40,260 


$108,168 $104,804 


CAMFLO MINES LIMITED 
Condensed Consolidated Statement of Operations 
Year ended December 31, 1981 


1981 1980 
| (restated) 
ROVOTILICMe rene. Pear meet tee Sect hr Fh Pen oleic sane ava $ 32,565 $ 42,340 
EXOGIISOSsea maleate Sacene eure cite ere ale athe Gin 4k wo oe ee 34,783 Zocor 
(2,218) 20,103 
CIC TACKS arene re Gaenecl MRS Te Winkie aires Seba, bik Be yin hk oe (8,107) (4,244) 
Income lOSss) MromreontinUIngiOperalionS.<  cv.a<ssvieoetcts tees ll (10,325) 15,859 
OSSILOMMl GtSCOMUMNUCE OPEFatiONS a. 4... cen onda Seve bh ee dese es (13,056) (4,629) 
[MEOMMeWIOSS) lDefore eXtraordinanyatemis cn. lc ey eo) ae ni seca eae s c (23,381) 11230 
Eoss on discontintiamce.orcoal Operation. 2a... s,s s kek ee ca bee ts (20,509) 
Ne WinCOnnemlOSS ieee Aten bet We UR teh ayn Sh 5) Ula enaent ox. wee $ (43,890) $ 11,230 
Income (loss) per share 
HOMRC OL LMEM ORO DCA ONSage aeerk ee catane. oloe tices + wentie ws elle wn es $ (2.83) §$ 4.38 
BelOre ve Xtra OnGimanvulleMMnmeteas. cn geet a Heres ven cx dn co soe $ (6.42) §$ 3.10 
NGBINC OIE OSS Inte tee ear eo ee ois cnt a hae he bee 4 $ (12.06) $ 3210 


Camflo’s coal operations incurred significant operating losses during the year, were in default of certain 
lease obligations and require substantial funding to retire debt currently due. Camflo has written off its 
investment in its coal operations and has provided for all costs anticipated to be incurred until an 
orderly disposition is made, which is expected to occur by December 31, 1982. The coal operation 
assets and liabilities have not been included in Camflo’s consolidated balance sheet as at December 31, 
1981 and its results of operations for the year ended December 31, 1981 have been shown separately 
in Camflo’s statement of operations. The comparative figures for 1980 have been restated to conform 
with the 1981 presentation. Such restatement had no effect on Camflo’s consolidated net income or 
shareholders’ equity. 


Real Estate Investment 


1981 1980 
Land held for resale (a) 
PAMCreAiCOS ieee th wa. ce ah a Bern Pinata aed ore) Aas eee Neer: $ 2,351 $32.35 
Carine ana ce VelOPMenUCOSIS yaa wemicn cs oe ls ec var peed otto: 1,790 1,686 
4,141 4,037 
Cost of land sold in excess of proceeds received to date (b)............ 608 540 


$ 4,749 $ 4,577 


(a) The land held for resale is in an area for which the permitted use is high quality industrial 
development and a fixed and floating charge debenture secured by the property is lodged as 
collateral for bank indebtedness. (note 10). 


(b) In 1981 the Land Compensation Board heard an application for additional cash consideration from 
the Government of Ontario under the provisions of the Expropriations Act, Ontario. The application 
related to a transaction in 1976 involving the sale of a portion of the land held for resale. In 
December 1981 the Land Compensation Board ordered the Government of Ontario to pay 
additional cash consideration plus interest at 6% per annum, however, in January 1982 this 
decision was appealed by the Government of Ontario. Negotiations are in process to settle 
this claim. 


Petroleum and Natural Gas Interests 


1981 1980 
Petroleum and natural gas properties together with exploration 
and development thereon and related production equipment....... $ 4,066 Coa Ok 
Accumulated depreciation, depletion and amortization. ............... 689 499 


The petroleum and natural gas interests have been pledged as collateral for bank loans (notes 10 and 12). 
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A subsidiary, Chesbar Resources Inc., has entered into a joint venture agreement with another related 
company, Grandad Resources Inc., to participate in the development of certain oil and gas properties in 
the United States. Under the related agreements the company will pay Grandad 74% of the net revenue 
from the properties. Included in petroleum and natural gas interests at December 31, 1981 is 
approximately $250,000 advanced as the cost of drilling the wells not yet completed. 


Property, Plant and Equipment 


1981 _:1980 | 
Pinson mine property 
Buildings.and equipments sete ete eee eee ee $ 4,857 $ 4,474 
Geothermal operations 
Researchaind Other QCuip remit crete ee eg eee 634 498 
Equipmentunder capitalilease sarge ee te en ra ee 182 182 
Other 
Niagara: Falls ‘Ontario: GrODeM ym tee ee een ee eer 1,451 1,453 
(O) | p12) geen ree are MPO ee MUP e then t etn e cit Secs Be Te ae eo 220 220 
7,344 6,827 
ess accumulated: depreciation... 42-304 seryaten ce eae, Coie ee 2,593 1,796 


$4,751  § 5,031 


The company has leased its property, buildings and equipment situated at Niagara Falls, Ontario for the 
period to December 31, 1983 and has granted to the lessee an option to acquire the property on that 
date. The annual rentals over the remaining term of the lease amount to $60,000 per annum. 


The Pinson mine property assets are pledged as collateral for bank loans (note 12). 


Deferred Geothermal Exploration and Development Expenditures 


1981 1980 __ 
Geological and: geophysical Costs. as ven eren eemreae $ 3,466 $ 2,061 
Li@asEhold COSES sms <2 wick ee Pie re ee ieee reat eae 2,905 1-935 
Tangible andiintangible drilling :costsis3.. 2. screens oe iene 15,925 10,767 
Exploration"COStsare cs sce. 5 Sob x oh ane e  e 646 456 
Materials and) SUPDIIGS os oo. 5 ise vere ere eee cee ee 1,581 833 
IMPS ESE GOSES sic oct hie cc les ls sie Daten cl oe nee 2,286 847 
Administrative costes ets... wince acer eerie eae ee ae 4,706 STS) 


31,515 20; Ai2 
Excess of cost of acquiring the shares of G.K.|. over book value 
at dates of acquisition, allocated to the geothermal project............. 11,621 2,020 


$43,136 $22,692 


The recovery of deferred costs, including the allocated excess cost of acquiring the shares of 
Geothermal Kinetics Inc. (G.K.I.), depends on the company’s ability to finance and develop sufficient 
revenues from production. 


In 1977 G.K.I. entered into an agreement with the California Department of Water Resources (DWR) to 
provide steam from the Rorabaugh prospect (100% owned by G.K.I.). The provisions of the contract 
require production and delivery of sufficient steam to operate a 55 megawatt electrical generating plant. 
Management anticipates that the cost of drilling additional wells, together with installation costs of lines 
to gather and deliver steam to the generating stations and other development requirements, will be 
approximately U.S. $46,000,000. As of December 31, 1981, three wells and certain other development 
work had been completed at a cost of U.S. $6,300,000. Management is pursuing financing 
arrangements for the geothermal development of this prospect. 


G.K.I. entered into a letter of intent during 1978 with the DWR and a joint venturer whereby G.K.|. and 
the venturer would transfer to DWR a 7% carried interest in the Francisco property and commit to drill a 
well on the Binkley prospect in exchange for G.K.|. and the venturer together receiving a 75% interest in 
the Binkley prospect and approximately U.S. $1,200,000 which management estimated would 
substantially cover the cost of the well. The 7% interest in the Francisco property was assigned to DWR 
during 1978; however, the transaction was not formally completed and DWR has returned the 
assignment to G.K.I. G.K.I. and the venturer are currently in negotiations regarding the Binkley 
prospect. The preceding events have had no effect on total prospect costs. 


10. 
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In 1980, the Department of Energy granted the CU | Venture a $49,400,000 loan guarantee, secured 
by the venturers’ interests in the prospect (note 12). The development loan may be used to fund up to 
75% of the venture’s costs as detailed in a project plan approved by the bank and the Department of 
Energy. 


Deferred Mineral Exploration and Development Expenditures 


1981 1980 

Producing property 

Pinson — gold (United States), less accumulated amortization......... $ 1,504 $ 1,679 
Exploration properties 

APOMIEIE. 3 OTE OTe as pe ae eee en ey ee ge a en 986 

OG HcE—Y SIIVOl acme et ere eee tie eee ee) wag) ee eee me tee Jae 837 

POM —BDOlA See meee ee ree mene eee RE en Ee Mee AES 325 201 
Cicer ree ee Cee oe ee ee ee, ee ws 8 102 


$ 1,837 $ 3,805 


The company’s ability to recover exploration expenditures deferred on the various projects depends on 
its ability to develop sufficient reserves for production. 


The company participates in the Pronto project with certain related companies as well as other 
companies. 


Bank Indebtedness 

The operating bank loans are payable on demand and are secured by assignment of certain accounts 
receivable and petroleum and natural gas interests, the shares of Camflo Mines Limited, Chesbar 
Resources Inc., and Geothermal Kinetics Inc., and by a fixed and floating charge debenture on the land 
held for resale. 


Notes Payable to Affiliate 


The demand notes payable to an affiliated company, Camflo Mines Limited, bear interest at the bank 
prime rate plus 144%, and are secured by the shares of a subsidiary company, Siscoe Metals, Inc., 
which owns the company’s partnership interest in the Pinson gold property. 


Long-Term Liabilities 


1981 1980 
Banksterm iOanaduen 982 ton983 oe). sk dee ee eee es Se nk wa wee $ 380 $ 620 
Bank term loan (Pinson) (U.S. 1981 $999,000; 1980, $3,872,000)......... 1,184 4,543 
Note payable to bank (CU 1 Venture) (U.S. 1981, $5,483,000; 

COM OOOO) ee eta geet Me nee, cet PN Pe Ee, me OS hak 6,488 3,388 
INTO SI cy al 6 sce meen eee Rime yn sc Sonar Mass eas eee ig BEM BRO a 436 
Opnoationwndemcapitakleasessic. sce Ge Bae ONS Be eR owe Bak ew 8 121 152 
STO WONIMIS SO (veil © LC ene ieee BE ae EO re dpi a rte Hak wala Non shears 70 
PETER TEV aeI Gl teat etl Ne ol ta tea a aaa ta gh i ordi Pagar Se ho- tye cloths & 941 434 

9,550 9,207 
BeSSiOULCE LINC Cs 5 eater i Rete rere er, cat aioe hace 5 a ekcee ds 1,615 920 


$ 7,935 $ 8,287 


Maturities due in the four years subsequent to 1982 are: 
1983 $455,000 1984 $102,000 
1985 $334,000 1986 $223,000 


Bank term loan, due 1982 to.1983 
The bank term loan bears interest at the bank prime rate plus %% and is secured by substantially the 
same security as the bank indebtedness (note 10). 


Bank term loan (Pinson) 

The loans bear interest at the bank’s prime rate plus 1%. All buildings and equipment of the Pinson 
partnership and inventory owned and subsequently acquired during the term of the loan have been 
pledged as collateral. Subsequent to December 31, 1981 this loan was repaid. 


Lit 
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13. 


14. 


15. 


Note payable to bank (CU | Venture) 

During 1980, the Department of Energy granted the CU | Venture a U.S. $49,400,000 loan guarantee, 
secured by the venturers’ interest in the prospect, to provide additional financing for geothermal 
development. The loan is with a bank, bears interest at %% above the bank’s prime rate and requires 
principal payments commencing the earlier of the date revenues from electrical generation are received 
from the prospect or five years after the first draw under the loan. Repayment will be in twenty-three 
monthly instalments based on a twenty-five year amortization schedule followed by a final payment in 
the twenty-fourth month for remaining unpaid principal. The venture intends to convert this 
development loan to long term financing when the loan becomes due. Interest on the note payable for 
1981 has been capitalized in deferred geothermal exploration and development expenditures in the 
consolidated balance sheet in the amount of $1,363,000 (1980, $382,000). 


Based on the exchange rate prevailing at December 31, 1981 $6,865,000 would be required to 
discharge the long term portion of the foreign currency debt outstanding at December 31, 1981, which 
amount approximates the amount at which such long-term debt is included in the table above. 


Capital Stock 

In July, 1981 the company acquired the 16.4% minority interest in capital stock of Geothermal Kinetics 
Inc. Under the terms of the arrangement, the company acquired 728,100 shares of G.K.I. in exchange 
for 364,050 shares of the company valued at $21.84 per share. 


In January 1981 the company set aside 300,000 authorized and unissued shares which may 

be granted to officers and key employees under a stock option plan. In April, 1981 the directors of the 
company granted options on 13,125 shares of the company to three officers of G.K.I. at the exercise 
price of $18.45 per share. 


Income Taxes 

At December 31, 1981, the company and its subsidiaries had non capital tax loss carry forwards 
available to reduce taxable incomes of future years. These losses are restricted to fiscal years not later 
than: 


Canadian United States 
Companies = _ Companies _ 
TOO 2S see nin fae SOY ee ea ae ee ee 3.2292 
AES ore bAee ey een en ee tas, Beem eh OSE PL eal 415 
WO BA are ote Ee a ok oe eens nine ee Wee 
1985 3 dards ieee SN ee 1,146 
WGC pe oi a oe 2,181 
VODA eR ONS Pee See ke ee ae SAyZor 
OOS free ka Ue els ante ee eee 714 
GO aera el. See ick se ee eee ae 6,954 
NGOS 3 Mo wig cot nes cl. fs, Sa teas ee 4,720 
N:OOG vest occ ed foe! yc: Cai ay ar tee ne hale 616 


In addition the Canadian companies have accumulated net capital losses of approximately $417,000 
which may be carried forward indefinitely for application against future taxable capital gains. 


To December 31, 1981, the net of certain expenses deducted for income tax purposes by the company 
and its subsidiaries exceeded the amounts recorded as expenses in the consolidated statements of 
income by approximately $9,000,000. 


The benefit relating to these tax loss carry forwards and timing differences will be recognized for 
accounting purposes as realized in future years by recording deferred taxes. 


The income tax recovery in 1981 represents a reduction of deferred income taxes of $1,505,000 in 
respect of the loss on sale of marketable securities held by a subsidiary company, and a Canadian 
provincial credit with respect to Crown royalties paid to that province. 


Business Segments 

The Company's operations consist of four business segments: petroleum and natural gas production, 
gold mining, mineral exploration and geothermal exploration and development. Presented below are 
segmented data relative to these activities. 


1981 1980 


Operating 
Operating profits 
revenue (losses) 


Operating 
Operating profits 
revenue (losses) 


COMMING ae cata ee ees oe Re OG xt $7,549 $ 3,884 
Petroleum-andymaturaligas eneenas. 6 ee Ohl noe es 808 420 Se 1Ae 5. 568 
WIOFAIEXDIOKAtOMe enn sheen kee a oe: (1,634) (32) 
SEOISL Na late see tt eaters RRS ee ee Tey Sea. 

$8,357 2,670 nh TIRE 536 
Unallocable expenses 
XCHDIISTALIOL We meet eee he ee Sah Ey (1,659) (1,339) 
HDLC OS | eniteas tr Oe Fel yay on ME ee ei Beh NS ol (3,768) (1,665) 
Gorporate depreciation Git ware Bee te so ee eee (74) (76) 
OimemincOmeviIOss)snetwss ses ek eee oe. (4,406) 209 
Boss betore INCOMenaxXeS ou ens alco eas $(7,237) $(27335) 
By geographic area 
(CEUINE Ve ET Se Stes |e i Se RU Me eh S467). 99) (75) > 665) "$> 5S7e 
VIMEO OSES taketh a Bd Sie Oi ne 7,890 4,034 Wa (37) 
S Delle mere ti te rete an, CUP Oe ter eee Mr Ss (589) 


$8,357 $ 2,670 
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1981 1980 
Identifiable assets by geographic area 
Cea ele ele eon = hey Sree oh pee ea Ae ee en en $ 400 SP 5S2 
WCC EG (ALC Sinem Cees 5, 7 tee ees iya eet ares ier vin to: Mp eet fe eae 53,549 SH pslons 
Ocha: ean Me enh a AR Te em tae a pe ee OL le eA eb it ie <7 eer 
$53,949 $34,236 
Industry segments 
Identifiable assets 
OIG R INIA ee ena Airc nigh nc wr eR Mats ee teh ats Sane, eg Git ARON SAW airs $ 5,799 
Betro loupe meando Sur cs tte ave eileen aes A ea Maes eth en ee o,} 3,377 $25,205 
MINnSkame xO OnatiOnis yer that ee enh tache e sicene ic ert eae Ea) Pe Bee Jeu, 4 333 7,998 
Geothermal exploration and development............ 0.0.00. eee 44,440 23,030 
53,949 34,236 
GS OROORAIS ISSO LS ere ne ee hae ee ree ray eet Les ne eaee tre et Ra 8,004 24,386 
IBVEStINeitl Mra laleCrCOLMOA lV mas. tar ween tn Saree eee eS ar (5,302) 1,304 
iO talFaSSClS Pears Serene Be Or cn a en A eke tA Sk $56,651 $59,926 
Capital expenditures 
(SRO OF GALT Gales sus Seon RAS ace et ak el ER ePtare Ad nes NE Ge eae Acad a Bee ae ae $ 399 
BEILOUIEN ANCE ALUKA OAS S7eietw see Mule eect an eeny Whe eka ede octal Uyak 359 SIZ Ore 
WIREraIREX CONE O letra tea ir tn ei hare aa Lee ere. ae 372 5 846 
Geothermal exploration and development.......... 0.0.00 cc eee 11,345 6,488 
SOLO OLAIC emer err ate LaMar ek MR a Pe te BIL Reet Nees eee We eit S| 54 
$12,475 $14,965 
Depreciation, depletion and amortization expense 
PeToOlenimeamoinaraliGace etre Mtoe aoe the oleee ar Latics an ae $ 190 Sy 15 
COLCA Cae eee et a Pee Ese reek OER fetes GM ncu bh Fons & AM Wana oe 783 
(COR OOL AC eee re ee PON Beare AE Gk nes, ohn Pulte a wl no deat 74 res 
$ 1,047 Seuecer 


Related Party Transactions 


In addition to the items discussed in note 3, accounts receivable include $255,000 receivable from 


affiliated companies, and accounts payable include $594,000 payable to affiliated companies. 


Fees for legal and consulting services totalling approximately $428,000 (1980, $471 000) have been 
paid to professionals who are directors of the company, a subsidiary or a related company. 
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The company shares office premises with certain related companies and certain administrative 
expenses are allocated amongst the companies. 


17. Commitments 


The pension plan unfunded past service liability of the company and its subsidiaries and affiliates 
amounted to $276,000 based on the most recent actuarial valuation dated December 31, 1979. Under 
the provisions of the retirement plans, the payments required to be made by Camflo, which equal the 
payments required by the company, may in certain circumstances become a liability of the company. 


Management Report 


The annual report and financial statements have been prepared by management and approved by 
the Board of Directors. The financial statements have been prepared in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 
Management acknowledges responsibility for the fairness, integrity and objectivity of all financial 
information contained in the annual report including the financial statements. 


JEL .. ie 


R. E. Fasken, President C. B. Burton, Vice-President Finance 


